March 27, 2007

To: Members of the Senate and Assembly Utilities Committee
From: Scott T. VanderSanden, President — AT&T Wisconsin

Re: Competitive Video Act (SB 107 / AB 207)

Good Morning. My name is Scott VanderSanden, president of
AT&T Wisconsin. Thank you for allowing me the opportunity to
speak today.

I’m here today to urge your support of Assembly Bill 207, and
Senate Bill 107, The Competitive Video Act. The authors of these
bills have done a great job of gathering input from a number of
parties and have drafted a bill that makes good Video Choice
policy for all of Wisconsin. With the support of the 43 bi-partisan
co-sponsors this bill is ready to become law.

AT&T has a long history in Wisconsin, serving Wisconsin
residents and businesses for more than 120 years. We employ more
than 5,300 workers in Wisconsin, including more than 3,300 union
workers, mainly represented by the Communications Workers of
America.

Over the years, consumers have become more sophisticated and
AT&T has responded to better meet their needs. In addition to
traditional telephone service, we offer high-speed Internet, wireless
voice and data services — and now, our new U-verse television
service, which we provide over our phone lines.

To bring the next wave of technologies to consumers, we are in the
process of investing $4.6 billion in our network across the country.
This investment makes it possible to offer voice over Internet
‘Protocol service in the future, faster Internet speeds and our U-
verse video product.







You might ask why is AT&T so concerned with video? Simply
put, studies show that consumers want an alternative to cable and
we want to provide that alternative.

Nationally, cable prices rose on average 93% over the last 10
years, according to the FCC. In Madison, consumers are paying
61% more per month than in 1999. In Milwaukee, prices jumped
62% since 1999.

- Not surprisingly, 77% of Wisconsin voters say there isn’t enough
competition for cable service, and 75% say cable prices are too
high.

The Video Competition Act will help improve prices and bring
new services to consumers.

The best way to encourage alternatives and bring these types of
potential consumer benefits to our residents quickly is to pass the
Video Competition Act. |

Wisconsin 1s home to 1,850 cities, villages and towns. AT&T
offers service in 438 of these municipalities. If providers were
required to negotiate franchise agreements in each community,
consumers would wait years to get video.

The Video Competition Act jumpstarts competition and consumer
benefits by requiring a provider to receive just one franchise, at the
state level.

Even with this greatly streamlined process, the bill would still
require video operators to pay local governments a franchise fee at
the same rate as cable companies now pay. |







And companies would still be legally bound to carry public
channels.

Under this bill, local governments get major benefits of revenue
sharing, and consumers see benefits of competition much sooner.

Such statewide video legislation is nothing new. Ten states have
already approved such bills, and many more are considering them.

Since I last spoke with you Missouri has joined the list of states
where a similar bill has passed. Illinois, Ohio, Florida, and
Georgia have bills pending at this moment.

These legislatures passed video bills by large bi-partisan margins,
and they’ve been signed by Democratic and Republican governors
alike.

AT&T has supported such bills in the states that we operate, and
we strongly support AB-207/SB 107.

Consumers today benefit from competitive markets for other
services such as wireless, wireline voice service and broadband. In
the video market satellite providers and the internet are capturing
an ever increasing share. None of these services are regulated by
local governments. Consumers have an enormous number of new
providers, features and services to choose from — and falling
prices. |

Do you think there’d be as much competition or as many
alternatives today if local governments regulated each of these
services?

The bottom line is that consumers deserve a video alternative now.
Consumers will greatly benefit from an alternative — with
competitive prices, better service, new products.







Let more entrants into the marketplace quickly, so consumers can
choose whether they want a cable company, a phone company or
" another provider to be their source for video entertainment. They
deserve to have the choice. | |

The Act brings the benefit of competition to consumers now and
continues to provide cities with key benefits. I would like to
encourage your committees and Legislature to approve this bill
now. Let’s put Wisconsin in the forefront of consumer choice.
Delay only harms consumers. |

- Thank you again for inviting AT&T to discuss this issue. I'd be
- happy to answer any questions that you may have.







March 27, 2007

Senator Jeffrey Plale-
Room 313 South

State Capitol -

- Madison, Wi 53707-7882

Representative Phil Montcromery
Room 129 West

State Capitol

‘Madison, WI 53708

Re: AB 207 and SB 107
Dear Representative Montgomery and Senator Plale:
Thank you for the opporfurﬁty 10 testify for irlformaﬁon on SB 107 and AB 20’7.

We applaud the basic tenet of this legislation Wl‘LlCh is to prov1de mcreased competl’clon

in the video services industry. For too long consumers have had little or no choice in

determining who could provide what has become a popular service for consumers. We

~ believe that permitting increased compe’n’nor; Wﬂl provide more choices for consumers
and, hopefully, lower prlces '

However, we have mgmflcant concerns about the tota} lack of consumer protections in

‘the legislation, including the repeal of s. 100.209, Stats., entitled “Cable television

‘subscriber rights.” This statute, which has been in existence in one form or another for. -

- twenty six (26) years, provides what we cons1der basic and fundamen‘cal protections for

consumers. These include:

'+ The right to have service repaired within seventy two (72) hours of
notification if the service problem is not the result of a natural disaster;

"o The right to a credit against a consumer’s bﬂl if there is an mterruptlon that

is longer than four (4) hours in a-day; : _

s The right to receive thirty (30) days advance notice of any increase in rates or -

 deletion of any current programming service;

= Theright to a grace period of forty five (45) days for chsconnectlon due toan

. unpaid bﬂl and ten (10) days advance notice of dlsconnectlon '
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Over the past two (2) plus decades, this statute has served consumers well. Each year.
we receive hundreds of complaints from consumers about cable television services. In
addition, we receive well over a thousand complaints about issues involving
' telecommunications providers, a group that is advocating for passage of this legislation.
Indeed, until the enactment of Wisconsin’s no-call law, telecommunications complaints
were perennially our number one complaint. Since no-call, telecommunications has
perennially been our number two (2) complaint. '

" We have heard that some proponents of this legislation contend that increased

- competition will lead to consumer protection because if consumers are unthappy with
the service provided by one entity, the consumer can simply switch to a competitor.
This argument is invalid for several reasons. - '

First, not all Wisconsin residents will have multiple providers from which they can
choose. There is no requirement in the legisiation that requires all video service
providers to serve all persons in the state and in many areas, particularly smaller
municipalities and rural areas, only one provider will continue to exist.. For consumers
~ in these areas, repedl of s. 100.209, Stats., will mean that no matter how podr they think

their current service is, there is absolutely nothing they can do about it. S

~ Second, switching from one provider to another is not always easy. Like the cell phone
industry, video service providers can have subscription agreements which run for
~ - several years and which impose a significant fee for early termination of that
agreement. In reality then, even where competition does exist, some consumers will not
. be financially able to make a switch for several years. - -

‘We have also heard arguments by proponents of this legislation that federal law
provides ample consumer protection. Again, we disagree. Current federal law does
impose some requirements on cable operators, but these are limited to issues like
maintaining an office to take consumer calls and bill payments, installing cable
television within seven (7) business days of an order for service, and providing refunds
or credits in & certain number of days. These provisions in no way address the
* fundamental consumer protection issues thats. 100.209; Stats., covers. '

In addition, some proponents argue that s. 100.209, Stats., can be repealed because
DATCP can promulgate rules for consumer protection. While this legislation does
‘make reference to rules promulgated by DATCP, it gives no authority to DATCP to
promitlgate .any rules. And, ‘there is currently no law that permits DATCP to -
promulgate rules concerning the topics ‘addressed by the statute or any customer
. service or quality of service standards. L - ' : '

" Because of our concerns, we sfrongly beiiev_e that s. 100.209 should not be repealed..
However, we do think it needs to be amended in two regards. First, we think that the

~




March 27, 2007
Page 3 of 4

terms “video service” and “video service provider” need to be added. It would be
~ unfair to cable operators if only they, and not their competition, were bound by the
requirements of that statute. In addition, we think the provision in the statute that
permits municipalities to enact ordinances that give greater protection to consumers

than allowed by the statute should be deleted.” If the state is going to be the franchise .

authority, municipalities should not be entitled fo enact separate ordinances. -

Another issué of major concern to us is ‘the legisiation’s provisions regarding
diserimination and access to service. In our opinion, those provisions do little to protect

against discrimination or promote access. With respect to discrimination, the legislation .

provides that by the end of the third year of a franchise, only 25% of those with access
to services must be low income households; that by the end of year five (5), that
percentage increases to only 30%. Put another way, this legislation means that starting
at the end of five (5) years, video service providers may exclude 70% of the low income
- households in their service area from access to service. -

In addition, current telecommunications providers that obtain video franchises under
this legislation and have more than 500,000 basic local exchange access lines in the state,
must provide access to video services to only 25% of households within their basic local
exchange area and at the-end of six (6) years, to only 30% of such households. Again,
‘put another way, this legislation means that starting at the end of six (6) years, these

providers may exclude 70% of the households in their basic local exchange area from.

access to video service.

Rather than these provisions, we encourage the committees to consider alternative |
language which is adapted from North Carolina’s state-issued video service franchise .

law. That language, as adapted is:

(a) A video service provider may not deny access to the service to any: group- of
potential residential subscribers within the video franchise area because of the
race or income of the residents. A violation of this subsection shall be considered
an unfair trade practice under s. 100.20. In determining whether a cable service
provider has.violated this subsection with respect to a group of potential

resideritial subscribers in a video franchise area, the following factors must be
" considered: o . S :
1. The length of time since the provider was granted a franchise for this area. If less
than a year has elapsed since the franchise for this area was granted, it is
conclusively presumed that a violation has not occurred. This subsection does
not apply to providers that currently provide video or cable television services.
2. - The cost of providing service to the affected group due to distance from facilities,
density or other factors. - : ' :
Technological impediments to providing service to the affected group. -
Inability to obtain access to property required to provide service to the affected
group. - _ o : ' -

W
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We believe that this language provides greater protection 'to Wisconsin residents while
not imposing an onerous burden on video/cable television providers. SR

Finally, we have serious concerns with the legislation’s process of granting franchises,
The legislation does not.grant any discretion o DFI to grant or deny a franchise.
Rather, the legislation provides that if an application for a franchise is complete, DFI
must approve it. In addition, while the legiglation provides that an applicant must
furnish an affidavit attesting to financial, legal, and technical capability to provide video
services, DFI can neither promulgate rules defining “financial, legal, and technical”
capability, nor question whether the applicant’s attestation is accurate. Similarly, the
legislation provides that once a franchise is granted it can only be terminated at the
request of the franchisee and that a franchisee can transfer the franchise to anyone the
franchisee chooses. '

We believe that DFL should be able to exercise some discretion both in promulgaﬁng'
 rules and granting a franchise. We also believe that the law should contain reasonable
standards under which a franchise can be revoked. Without. this authority, DFI is
nothing more than a- processor of applications, all of which must be granted if the
application is complete. Moreover, without this authority, consumers are ill-served
because anyone, whether objectively qualified or not, must be granted a franchise in
perpetuity. : . - ' ' ‘ :

We are aware that DFI is addressing certain items of concern with the legislation in its
- written testimony. We have consulted with DF] on these concerns and are in complete
. accord with them. . o a o . T

Thank you again for this opportunity to provide testimony on this legislation.
. Respectfully,
ey
Janet Jenkins

Adminijstrator _
Division of Trade & Consumer Protection




State of Wisconsin
Department of Financial Institutions
Jim Doyle, Governor .~~~ : S - Lorrie Keatmg Hemcmann Secretary

Testimony of
Christopher Green, General Counsel
Department of Financial Institutions
Joint Hearing of Assembly Committee on Energy and Utilities &
Senate Committee on Commerce Utilities and Rail
Assembly Bill 207 and Senate Bill 107
- March 27, 2007 ‘

Chairperson Montgomery and Chairperson Plale, thank you for giving me the opportunity to testify on
behalf of the Department of Financial Institutions (DFT) for information only on Assembly Bill 207 (AB
207) and Senate Bill 107 (SB 107), which relate to the creation of statewide video service franchises.

DFI believes competition in this industry is important. We support the intent of the legislation to
provide consumers with a choice in cable television service. In our review of the bills, however, we
have come across some concerns that directly relate to consumer protectlon

It is my understanding the Department of Agriculture, Trade and Consumer Protection (DATCP)
agrees with DFI that existing consumer protections should not be repealed. Competition alone will not
guarantee consumers will be protected.

In addition, DFI and DATCP should be allowed to promulgate rules to implement the statute. There
are a number of undefined terms and processes in the bill that necessitate rulemaking to ensure the
intent of the legislation is carried out and consumers are protected.

DFI has specific suggestions on how to improve the franchise review process to ensure consumers
are receiving service from businesses that are qualified to provide cable services. These suggestions
are centered on the need for a true review of the franchise applications that are sent to DFL

AB 207 and SB 107 require DFI to issue a video service franchise within 10 days of receipt of an
application. There is nothing in the legislation that allow DFI to deny the application, even if the
applicant is not legally, financially or technically qualified to provide video service or if the provider has
a record of consistently violating consumer protection faws. DFI's only determination under the bills is -
whether or not the application is complete and the bills do not define, nor do they allow the
department to define through rulemaklng what makes an application complete.

- DFI suggests amending the bills so that a determmatlon of compieteness must be made by the
department within 15 days. Once an application is complete, DFI proposes creating an additional 15
day requirement for the department to determine if the business is legally, financially and technically
qualified to provide video service. Rulemaking would be required, as we have for other industries with -
similar reviews, to define these terms and create an understandable process for the business applying
for the franchlse consumers and DFI. : :

In addition, there is no mechanism under the legisiation to revoke an existing franchise or prevent the
transfer of an existing video franchise if the video provider or transferee has a track record of poor
service or non-payment of fees or other indications that the video provider has vnolated the faw.

%
Office of the Secretary _
Mail: PO Box 8861 Madison, WI 53708-8861 Courier: 345 W. Washington Ave, 5% Floor Madison, Wi 53703

Voice; (608) 264-7800 Fax: (608) 261-4DFI TTY: (608) 266-8818 Internet: www.wdfi.org




AB 207 and SB 107 effectively prevent the revie_w and dispute of the video service provider’s financial
records and payment of fees. One provision in the legislation states that to dispute a fee, it must be
disputed within three years of the violation. However, another provision states that the Vldeo service
provider's financial records ‘may be reviewed only once every three years. The additional audit and
dispute resolution process calied for in the bills prevent an action to be brought for non-payment or
under payment of fees within the time constraints specified in the legislation. DF| suggests allowmg
for the review of video service provider’s financial records once every two years.

In addition, DF! proposés sending a portion of the fees directly to the state to pay for the review of
franchise applications and consumer compiaint processing. As currently written, the legislation does
not provide for any fees or other revenue to pay for the state’s costs associated with the bill.

DF! also shares DATCP'’s concerns regarding the provxsmne in the Ieglsiatlon that attempt to prevent
discrimination in the provision of video serwces We belleve these provisions must be strengthened to

ensure ‘redlining” does not oceur.

In summary, DFE_supports_ the interit of the legislation, but believes minor changes can be made that
will significantly strengthen consumer protections. We look forward to working with you on this
important piece of legislation. Thank you. _
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To:  Assembly Committee on Energy and Utilities
Senate Committee on Commerce, Utilities and Rail

From: Dan Thompson, Executive Director, League of Wisconsin Municipalities
Ed Huck, Executive Director, Wisconsin Alliance of Cities
Mary Cardona, Executive Director, Wisconsin Association of PEG Channels

Date: March 26, 2007
Re:  Recommended Changes to AB 207/SB 107, Statewide Video Franchising Bill

Municipalities have significant concerns about many elements of AB 207/SB 107. Municipalities
fare much worse under this bill than any similar legislation passed in other states. We urge you to
adopt the following eleven reasonable amendments designed to keep municipalities whole and to
protect consumers. (Note: Recommended language for some provisions is attached.)

1) Don’t Abrogate Existing Franchise Agreements

* Change: Require current cable operators to honor existing contracts with municipalities
until competition exists within the community.

" Reason: AB 207/SB 107 gives incumbent cable operators the option to terminate their
franchise agreements. These agreements were negotiated in good faith by local
governments. It would be unfair, unprecedented and possibly unconstitutional for the
state to allow the abrogation of contractual obligations. Continued oversight by the
local franchising authority is necessary until the incumbent cable operator is subject to
competition in the franchise area.

* Precedent: Cable and phone companies agreed to a competition trigger in California,
Virginia and in proposed federal legislation. Texas legislation abrogated no contracts.

2) Expand Definition of “Gross Receipts” for Purposes of Calculating Franchise Fee

» Change: Include advertising and other non-subscriber revenues in the definition of
gross receipts.

* Reason: Excluding non-subscriber revenues from the 5% fee will reduce the amount of
franchise fee payments incumbent cable operators currently pay to local governments
by 20-25%, a short fall that will not be made up by competition. As the majority of
franchise fees are paid into the general fund, AB 207/SB 107 will force local
governments to raise property taxes — or reduce services - to make up for the loss in
franchise fee payments.

* Precedent: Texas, California, existing WI cable franchises, Milwaukee-AT&T
Agreement







3) Clarify Rights-of-Way Authority and Other Police Powers

= Change: Make clear that municipal authority over rights-of-way is preserved, including
the right to collect street opening permit fees and require performance bonds and other
management tools.

» Reason: AB 207/SB 107 would eliminate street opening permit fees and may prevent
municipalities from requiring video providers to post bonds before excavating in the
right-of-way. The proposed changes are necessary to protect local rights-of-way.

» Precedent: California, existing W1 cable franchises, Milwaukee-AT&T Agreement

4) Maintain PEG Financial Support Requirements

* Change: Require video providers to either pay municipalities 1% of gross receipts or
match PEG financial commitments under the incumbent’s franchise agreement,
whichever is greater.

= Reason: AB 207/SB 107 prohibits municipalities from requiring financial or other
support from video service providers for PEG Channels. PEG stations provide
valuable services to their communities by televising council meetings, candidate
forums, community events, and programs promoting the causes of non-profit
organizations. During emergencies, police and fire agencies depend on PEG stations to
disseminate information quickly. Public safety personnel also use PEG stations to
offer public safety programming. PEG is a valuable asset to our communities and
should be adequately funded by video service providers in order to avoid property tax
increases or the loss of televised public programming.

* Precedent: California, Texas, Milwaukee-AT&T Agreement

5) Maintain Local Control over PEG Channel Capacity and Programming

* Change: Eliminate the provision that allows providers to take back PEG channels that
are not “substantially utilized.”

* Reason: AB 207/SB 107 proposes to eliminate any PEG channel that does not televise
10 hours of unrepeated local programming each day. This standard would result in the
elimination of nearly every PEG channel in Wisconsin, PEG channels serve an
important public purpose. Community need should be the standard for the number of
PEG channels provided. Imposing arbitrary channel use requirements reduces the
flexibility of a PEG station to meet and balance community needs within the station’s
limited budget and wastes money.

* Precedent: Milwaukee-AT&T Agreement

6) Continue Carriage of PEG Programming from Source to Headend or Video Hub

* Change: Require the video service provider to carry PEG programming to the headend
or the video hub at its expense and to interconnect with it competitor’s network where
necessary to make PEG programming available to all subscribers via a quality signal.

» Reason: Forcing municipalities to pay for the equipment necessary to ensure that all
subscribers receive local PEG programming will put an insurmountable financial
burden on most all PEG stations. Half of all PEG stations may be lost; the rest will
have to cut back on program production unless local property taxes are increased to
cover the short fall. Interconnection of video networks should be required where
necessary for the signal quality of PEG channels to be the same as for the commercial
broadcast channels.

*  Precedent: California, existing W1 cable franchises







7) Provide Free Connections to Schools and Government Buildings

* Change: Require video service providers to continue the long-standing practice of
providing free video service connections and basic service to local schools and
government buildings.

* Reason: Schools and local governments have long depended on the free cable hook
ups and free cable service provided by the incumbent cable operator. Local
governments, and especially local schools, do not have the financial resources to pay
for these services they have traditionally received for free.

» Precedent: New Jersey, Virginia, existing WI cable franchises, Milwaukee-AT&T
Agreement

8) Strengthen Consumer Protection Standards

» Change: Require video providers to comply with all applicable state, federal and local
customer service standards and customer privacy laws. Permit local governments to
maintain and enforce existing local standards pertaining to incumbent cable operators
until the incumbent is subject to competition within the franchise area. Authorize the
Department of Agriculture, Trade and Consumer Protection to establish enforcement
mechanisms to enforce applicable state and federal consumer protection and customer
privacy laws and regulations.

» Reason: Provide greater protection to consumers.

* Precedent: California, Texas, existing WI cable franchises, Milwaukee-AT&T
Agreement

9) Define Term of Franchise and Franchise Renewal Process

* Change: Establish a once every 10-year review and renewal process so that a franchise
may be terminated where the video service provider has willfully and repeatedly
violated federal, state or local law or regulations.

* Reason: Ensure that renewal standards are met and make clear that renewal is not
guaranteed if the provider has not complied. An agreement in perpetuity provides no
incentive for a provider to offer a quality product, good customer service, or even
prompt or full payments since there is no risk of losing the franchise.

* Precedent: Senate version of HR 5252

10) Expand the Application Form and Applicant Qualifications

» Change: Franchise applicants must be required to submit evidence of their financial,
technical, and legal qualifications. Such evidence must be thoroughly reviewed and
constdered before a franchise is granted. Eliminate the “approval by inaction”
provision.

* Reason: Would-be video providers that lack the technical or financial qualifications to
provide service shouldn’t have access to local rights-of-way. Public rights-of-way are
a precious and limited resource and must be protected.

* Precedent: Virginia, South Carolina, California, existing W1 cable franchises

11) Improve Audit Rights
» Change: Require video service providers to pay reasonable fees for audits if there is an
underpayment of 5% or greater.
* Reason: Provides an incentive to accurately calculate the payments.
* Precedent: California, existing W1 cable franchises, Milwaukee-AT&T Agreement.







AMENDMENT 1

Don’t Abrogate Existing Franchise Agreements

>At line 12 on page 13, insert the following text after “that” and strike the remaining text
through the end of line 14:

continues to provide cable service under a cable franchise
until the conditions specified in sub. (3){b) are met.

>At line 16 on page 15, delete the “.” and insert:

if the incumbent cable operator is subject to local
competition as defined in par. (b)2.a. and makes the
election specified in par. (b)2.a.

>At line 18 on page 135, insert the following text after “service” and strike the remaining
text through the end of line 19:

under a cable franchise until subject to local competition.
For the purposes of this subdivision, “local competition”
means that the franchise area, as defined in the cable
franchise, is served by at least two unaffiliated video
service providers, each of which offers comparable video
programming to at least 15 percent of the households in the
franchise area.

>Delete lines 11 to 18 on page 19, and replace with the following text:

(4) FRANCHISING AUTHORITY. For purposes of
47 USC 521 to 573, the state is the exclusive franchising
authority for video service providers that are not subject to
an existing or expired cable franchise issued by a
municipality in this state, except that a municipality shall
be the franchising authority for an incumbent cable
operator operating within the municipality until such cable
operator is subject to local competition as defined in sub.
(3)(b)2.a. and makes the election specified in sub. (3)(b)2.a.
Notwithstanding s. 66.0425, no municipality may require a
video service provider with a franchise issued by the
department to obtain a municipal franchise to provide video
service or impose on a video service provider any
requirement to deploy facilities or equipment or any
requirement regarding rates for video service, except as
specifically authorized under this section.







>At line 21 on page 15, insert the following text before the «,”;
as specified under par. (b)2.a.
AMENDMENT 2
Expand Definition of “Gross Receipts” for Purposes of Calculating Franchise Fee
>Delete page 11, line 13 to page 12, line 25 and insert:

()1. “Gross receipts” means all revenue derived by
the video service provider from the operation of its video
service network specifically to provide video service,
whether such revenue is received by the video service
provider, its affiliates, or by any other entity that is an
operator of the network directly or indirectly, including, by
way of illustration and not limitation,

a. Amounts charged for basic service, optional
premium, per-channel, per-program services, and, to the
extent applicable, television-like programming services,
audio services, channel guide subscriptions, installation,
disconnection, re-connection and changes-in-service;
equipment rentals, leased channel fees; late fees and
administrative - charges of any type; and consideration
received from programmers.

b. A pro rata portion of all revenue generated
by the video service provider’s network pursuant to
compensation arrangements for advertising derived from
the operation of the provider’s network to provide video
service within the municipality. The allocation shall be
based on the number of subscribers in the municipality
divided by the total number of subscribers in relation to the
relevant regional or national compensation arrangement.
The provision of video service to customers at no charge,
however, including the provision of video service to public
institutions without charge, is not derived revenue unless
bundled with other services for which a charge is collected.

2. Notwithstanding subd. 1., “gross receipts”
does not include any of the following:

a. Bad debt except to the extent that bad debts
are recovered.







b. The revenue of any person including,
without limitation, a supplier of programming to the video
service provider to the extent that such revenue is also
included in the gross revenue of the video service provider,
its affiliates, or its parent company.

c. Pass-through payments received by video
service provider from third-party programmers to purchase
services from entities other than the provider itself, which
services benefit only the third party programmers and for
which the provider neither received nor provides any
consideration.

d. Any taxes on services furnished by the video
service provider imposed directly on any subscriber or user
by the state, the municipality or other governmental unit
and which are collected by the provider on behalf of such
government unit. The video service provider fee provided
in sub. (7) is not such a tax.

e. Refunds, rebates, credits or discounts to
subscribers or the municipality to the extent not already
offset and to the extent such refund, rebate, credit, or
discount is attributable to video service.

f. Any revenues received by the video service
provider or its affiliates from the provision of services or
capabilities other than video programming services,
mcluding  telecommunications  services, information
services, and services, capabilities, and applications that
may be sold as part of a package or bundle, or functionally
integrated, with video services.

g. Any revenues received by the video service
provider or its affiliates for the provision of directory or
Internet advertising, including yellow pages, white pages,
banner advertisement, including advertising on any
provider program guide, and electronic publishing.

h. Reimbursement by  programmers of
marketing costs actually incurred by the video service
provider for the marketing of programming.







i Any revenues received by the video service
provider for maintenance charges or sales of capital assets
or equipment.

>At lines 11 to 12 on page 11, delete “, and includes any compensation required under s.
66.0425™,

AMENDMENT 3
Clarify Rights-of-Way Authority and Other Police Powers
>Delete lines 12 to 16 on page 26.
>Insert following line 17 on page 30:

(14) AUTHORITY OVER RIGHTS-OF-WAY. Nothing
in this shall be construed to change existing law regarding
the authority of municipalities to regulate the use of local
rights-of-way by video service providers, including the
right to charge right-of-way permit fees and to require
bonds to secure performance of any reasonable conditions
specified by the municipality for work performed in the
right-of-way.

AMENDMENT 4
Maintain PEG Financial Support Requirements
>At page 22, delete subparagraph 5(c)1. and renumber the subparagraphs that follow.
>Insert following line 23 on page 23:

(¢) PEG Fee. 1. Except as provided in subd. 2., a
video service provider with a franchise granted by the
department shall, on a quarterly calendar basis, pay to each
municipality in which the video service provider provides
video service a PEG fee equal to the amount specified in
subd. 2. A video service provider shall remit the fee to the
municipality at the same time as the video service provider
fee specified in sub. (7).

2. A municipality shall, by ordinance, require a
video service provider with a franchise granted by the
department to pay to the municipality a PEG fee equal to
the greater of’







i. one percent of the video service provider’s
annual gross receipts (as such term is defined in sub.

(2)(); or

ii. afee equivalent to the value, on a per subscriber
basis, assessed monthly, of all monetary grants or in kind
services or facilities for PEG channels provided annually
by the incumbent cable operator with the most subscribers
in the municipality, pursuant to that incumbent’s cable
franchise in effect on the effective date of this subdivision .
. . [revisor mserts date].

3. The municipality may require the incumbent
cable operator to provide to the municipality information
sufficient to calculate the per subscriber equivalent fee
allowed under this subd. 2.i.. Such information shall be
entitled to treatment as confidential and proprietary
business information.

AMENDMENT 3
Maintain Local Control over PEG Channel Capacity and Programming

>At line 3 on page 20, delete the words “Except as provided in subd. 2. b. and c., if” and
replace with “If”,

>Delete lines 13 to 24 on page 20.

>At line 2 on page 21 after “tier” insert the foliowing text and delete the remaining text
through the end of line 4:

that includes the retransmission of local television
broadcast signals. To the extent feasible, the PEG channels
shall not be separated numerically from other channels
carried on the same tier and the channe]l numbers for the
PEG channels shall be the same channel numbers used by
the incumbent cable operator unless prohibited by federal
law. Tach PEG channel shall be capable of carrying a
National Television System Committee (NTSC) television
signal when the video service provider is technically able to
do so.

>Delete line 14 on page 21 through line 2 on page 22, and insert:







(b) Additional PEG Channels. 1. The video
service provider shall provide an additional PEG channel
when the nonduplicated video programming televised on a
given channel exceeds 56 hours per week as measured on a
quarterly basis. The additional channel shall not be used
for anything other than PEG programming.

>At lines 4 to 5 on page 22, delete “interim cable operator or”.
>At the end of line 2 on page 14, insert:

The term “noncommercial” does not include advertising,
underwriting or sponsorship recognition for the purpose of
funding PEG-related activities.

AMENDMENT 6
Continue Carriage of PEG Programming from Source to Headend or Video Hub

>At line 14 on page 22, after “shall be” insert the following and delete the remaining text
through line 16:

the responsibility of the municipality or its designee
receiving the benefit of that capacity, and the video service
provider shall bear only the responsibility for the
transmission of that content appearing on the PEG channel.

>Delete line 20 on page 22 through line 2 on page 23, and replace with:

a, Ensure that all transmissions, content and
programming to be transmitted by the interim cable
operator or video service provider are provided or
submitted in a manner or form that is compatible with the
network utilized by the interim cable operator or video
service provider to deliver video service, if the local entity
produces or maintains the PEG programming in that
manner or form. If the local entity does not produce or
maintain PEG programming in that manner or form, then
the local entity may submit or provide PEG programming
in a manner or form that is standard in the industry. The
video service provider or interim cable provider shall be
responsible for any changes in the form of the transmission
necessary to make it compatible with the technology or
protocol utilized by the provider to deliver services.







>At line 10 on page 23 after “provide”, insert the following and delete the remaining text
through line 13:

, at 118 expense, the transmission line necessary to connect
the interim cable operator’s or video service provider’s
video service network to all distribution points used by the
municipality to transmit programming for the PEG channel.

AMENDMENT 7
Provide Free Connections to Schools and Government Buildings
>Delete line 24 on page 23 through line3 on page 24 and insert:

(6) PuBLIC USE CONNECTIONS AND INSTITUTIONAL NETWORKS. (a) Public use
connections. Bach video service provider holding a franchise issued by the department
shall offer free basic service (or its equivalent) to and shall, without charge, install one
activated outlet with standard installation video service at each accredited primary and
secondary school building, each municipal building, and each public library building in
its video franchise area. This obligation will apply to any such video service provider
when its video service is available on the section of its video service network that passes
the school, municipal, or public library building. So that duplicative installations are not
provided, each the video service provider shall negotiate with any other video service
provider currently providing free outlets and service to determine who will provide video
service to which school, municipal, or public library building. If the providers cannot
reach agreement as to who will provide free outlets and video service to which buildings,
the local governing body or its designee shall confer with the providers and determine the
assignments in a reasonable manner.

(b)  Institutional networks. Notwithstanding any franchise, ordinance, or
resolution in effect on the effective date of this subsection . . . [revisor inserts date], no
state agency or municipality may require a video service provider holding a franchise
issued by the department to provide any institutional network or equivalent capacity on
its video service network.







WAPC

W1scons:m Assoclatlon of PEG Channels

2006-2007

Serving the needs of public, education, and govemment cable access television stations since 1998.

Board of Directors -+ Public Hearing on AB 207-and SB107
President .7 MarCh 27 2007 :
Joel Desprez Remarks of Mary Cardona Executlve Dlrector
Eau Claire .
“This bill devastates PEG access in Wisconsin:and its authors claim topreserve” it.

Community TV, .

Vice-President
Judi Kneeee'
Janesville JATV-12

Treasurer

Finance Chair

Deb Brunett
Merrill Productions

- How can there:be such a difference in opinion? What makes PEG work? And why " -

does this bill make it not work?

+ .Public, Education, and Government access television channels on cable systems have’ - .-

made a go of it and even thrived over the last 30 years because of four sources of

Secretary

e lic Access SUPPOIE: the cable operator, the municipality, subscribers and the community. AB

Membership Chair 207 and its partner, SB 107, eliminate or undermine each one of these supports and

Dawn Wil then require stations to produce even more programming or be forced off the line-up.

Commugity TV I'm here to say that this is not a recipe for preserving PEG access. At least half of our

esaurces Chair 43 WAPC member stations will not survive and the rest will be severely damaged.

Wansau Public Access — 5all town stations will all be gone. And Wisconsin communities will have lost

Dave Knutson something of great value — being able to see their local communities on television.

Beloit College

Gafen Lingl ]

Mauston Public Access  Today, cable operators provide the transmission lines that carry produced programs

gol{nmlggc?ﬁmfpubﬁc and live coverage of events from our local buildings to the cable headend. This bill
'olicy Chair

Alan Luckett requires municipalities to lease those lines themselves — and then lease another set

Whitewater Station 13

for the competitive operator. Amendments introduced by the League of Wisconsin

Seott Mealiff
Sheboygan TV 8 WSCS  Municipalities, the Wisconsin Alliance of Cities and WAPC would keep transmission
John Quirk responsibilities with operators where they belong.
Stevens Point Community
Television
ACM Representative Today, municipalities ailocate some or all of the 5% franchise fee to PEG stations.
Mary Shanahan Spanic
West Allis Community Under AB 207, these fees could see a cut of 20%. Access center revenue from
Media Center
franchise fees would therefore also be cut 20% -- and maybe more, if municipalities
choose to make up some of the revenue loss by reducing the allocation to PEG. The
Executive Director amendments introduced by cities and WAPC would keep fees intact.
Mary Cardona
608-215-5594
608-233-6148 (fax) . .
wapc@tds.net Subscribers have also done their part to support PEG access. Through a focal

legislative process, many communities (about half of WAPC members) collect PEG
fees from cable subscribers on monthly cable bills. These few cents a month make a
big difference to PEG stations. But AB 207 abolishes this income source. City and




WAPC amendments to the bill would restore this source of income negotiated in good faith with cab__le.:i?

companies, by allowing current funding schemes above 1% to go forward and the remainder to qualify for.an.up .

FmaHy, PEG stations would never survive without the support of their communities. Our budgets typlcaily come N
up for review every year and stations.always:operate with-the needs.of their communities in mind. AB207. B
creates arbitrary content reqmrements that W|II force nearly all statlons to close, force others to play programs
that do not meet community needs and force many others to reglonairze This last is just as damaging,
because a channel-without-a strong community identity lacks the strong:bond needed to garner support at

annual municipal budget discussions. - City and WAPC amendmerits eliminate-content controls and reinstate.
community based channel allocations. o

| appreciate your fime. And | ask, please save PEG access — Preserve dedicated PEG funding, free

transmission, and local control over content. Thank-you. - -




Effect of AB207 on WAPC Member PEG Access Stations
Statewide financial loss & closures
from Decreased Income and Increased Expenses

$50 million dollar revenue loss for PEG support alone over 10 years

Serving the needs of public, education, and govemment cable access television stations since 1998,

2005 or 2006 Annual lost Annual new Annual PEG Annual increase in

Annual PEG Income: Expenses: Budget remaining | municipal
City {amounts Access Station {if any) property tax to
estimated for cities | Budget Lease of maintain current
in blue; PEG budget No PEG fee transmission lines level of PEG
bankrupt for cities 20% decrease in & Related access station
in red} Franchise Fee Equipment* service
Beloit $50,000 $10,000 $31,000 18% $41,000
Deerfield $21,000 5,400 $31,000 o $36,400
Dodgeville $28,000 $5,600 $31,000 0 $36,600
Eau Claire $337,000 $270,600 $155,000 0 $425,600
Fitchburg $200,000 $40,000 $248,000 0 $288,000
Hartford $87,500 $23,500 $93,000 0 $77,000
Hudson — N. Hudson $155,000 $52,600 $62,000 26% $114,600
Janesville $208,000 $99,200 $93,000 8% $192,200
Jefferson $6,500 $1,300 $31,000 0 $32,300
Kenosha (public) $92,000 $12,000 $31,000 53% $43,000
Lake Mills $38,000 $7,600 $93,000 0] $100,600
Madison (public) $129,000 $129,000 $31,000 0 $160,000
Madison (gov't) $489,000 $305,000 $62,000 25% $367,000
Marshfield $172,000 $34,400 $93,000 26% $127,400
Mauston $46,000 $22,800 $31,000 0 $53,800
MeFartand $82,000 $21,200 $31,000 36% $52,200
Menomonee Falls $114,000 $22,800 $31,000 53% $53,800
Merrilt $71,000 $14,200 $31,000 36% $45,200
Milwaukee (public) $500,000 $500,000 $124,000 0 $624,000
Monona $40,000 $8,000 $31,000 3% $39,000
New London $60,000 $12,000 $31,000 28% $43,000
Oregon $60,000 $12,000 $31,000 28% $43,000
Oshkosh $337,000 $145,000 $62,000 39% $207,000
Pleasant Prairie $15,000 $3,000 $31,000 o $34,000
Plymouth $70,000 $14,000 $31,000 36% $45,000
Prescott $30,000 $6,000 $31,000 0 $37,000
Rice Lake $75,000 $11,000 $31,000 44% $42,000
Ripon $68,000 $13,600 $4,000 0 $17,600
River Falls $136,000 $72,800 $31,000 24% $103,800
Sheboygan $148,000 $36,000 $279,000 0 $315,000
Stevens Point $174,000 $63,600 $186,000 0 $249,600
Sturgeon Bay $98,500 $26,500 $31,000 42% $57,500
Sun Prairie $338,400 $107,200 $155,000 23% $262,200
Waterloo $30,000 $6,000 $31,000 0 $37,000
Wausau $107,000 $83,800 $186,000 0 $269,800
West Allis (public) $150,000 $150,000 $31,000 0 $181,000
West Aliis (gov't) $335,000 $67,000 $31,000 71% $98,000
West Bend $250,000 $50,000 $31,000 68% $81,000
Whitewater $98,000 $19,600 $31,000 48% $50,600
Wisconsin Rapids $160,000 $32,000 $31,000 61% $63,000
Annuai Totals $5,605,900 $2,516,300 $2,670,000 $5,146,800

* Transmission line needed from each local origination site to headerd or video hub. T-1 cost for AT&T estimated at $1,000 per month.

Broadcast quality link to cable operator estimated at $1,400 per month. Since access stations h
system, WAPC bases this figure on the cast of leased fiber from a cable com

varies from 1 tn 9.

ave never paid for this capacity on a cable

pany in one municipality. Number of origination sites per city







Testimony of Barry Orton -
Professor of Telecommunications, UW-Madison

Assembly Committee on Energy and Ufilities
Senat_e_ Committee on Commerce, Utilities and Rail

March 27, 2007

W State and local consumer protection has worked to the advantage of
consumers. Section 100.209 of Wisconsin statutes protects subscriber's
rights to prompt repairs, refunds for service outages, notice of rate increases or
service deletions, and written notice of disconnection. AB/SB 207 would
eliminate these basic subscriber rights; Wisconsin video service providers
could refuse refunds to customers if the service went out, raise rates or cut
programming services without any notice, and disconnect customers
without notice or reasonable cause. Instead of eliminating Section 100.209,
its protections should be explicitly extended to any video or high-speed
broadband service. ' '

M Local franchise provisions for local noncommercial channels and the
organizations that program them are the traditional method to create and fund
local educational, cultural, sports, and governmental programming, which has
great value in creating local community. Local access channels have been
critical sources for local information for many years. The decreased financial
support and increased transmission costs in AB/SB 207 will make local
access programming less prolific and more difficult for smaller
communities to sustain.

These traditional public protections are not a barrier to genuine competition.
There is no need to allow unfair advantage to the telephone industry in its efforts
to enter the video business, nor no good reason {o eliminate the historical
structures by which the public's interests are protected in this important area.

That AB/SB 207 prohibits the Department of Financial Institutions (DFI} from
enforcing any of the bill's requirements is a particularly egregious example of
legislative chutzpah on the part of its sponsors. If a state agency charged with
oversight of an industry cannot promulgate ruies interpreting the bill’s
provisions, cannot establish procedures for enforcing iis requirements,
cannot review a franchise applicant’s qualifications, and cannot review or
approve a transfer of its franchises, it truly can be said to be powerless.
Under AB/SB 207, the DF! couid issue a franchise:; file it in a cabinet in
perpetuity, and little else. The video consumers of Wisconsin deserve far better.




,‘ | AB/SB 207: |
Why Create An Unregulated “Video Service” in Wisconsin?

Testlmony of Barry Orton
Professor of Telecommumcatlons UW-Madison

Assembly Committee on Energy and Utilities
Senate Committee on Commerce, Utilities and Rail

March 27, 2007

Nothing is broken that needs leqis_l'etive fixing:

B Local franchises for wired video services are the traditional method by which
the public’s property is protected, the public's consumer rights are protected,

and the public’s interest with regard to local information is advanced. Local
franchises have worked well for many years. AB/SB 207 eliminates them.
There is no evidence of the unreasonable denial of a single franchise in
Wisconsin. In fact, Milwaukee has been able to reach an interim agreement
with AT&T so that they may build while the City's lawsuit proceeds.

B Franchise fees are the traditional method by which private users of the
public rights-of-way pay fair compensatlon (rent) for the use of that valuable
public property. These fees pay for services that benefit all citizens, who jointly
own local rights-of-way. Franchise fees have worked well for many years. The
bill would achieve a 15-25% reduction in the franchise fee gross base by
the limitation of gross receipts to revenues paid by subscribers (Section 2
(j) 1) and the exclusion of revenues now included, such as late fees.
Further, the U-verse plan to serve “low-value” customers with a satellite

~ product would take many current customers off the franchise fee base
entirely. ABISB 207 will cause local property taxes to rise. -

[ Franchtse-Agreements and Ordinances are the traditional method to assure
that all citizens have access to cable services and that neighborhoods are-not
left unserved. Such build-out requirements have worked well for many years.
AT&T has stated that its “Project Lightspeed” will serve 80% of its *high-value”
customers (those who spend $160 - $200/month on telecom & entertainment
services), and less than 5% of its “low-value” customers (those who spend iess
than $110/month). AB/SB 207 creates an underclass of underserved
citizens in Wisconsin. .
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Metropolitan Milwaukee
Association of Commerce

MMAC Testimony SB107/AB207
‘March 27, 2007
Steve Baas, Govermment Affairs Director

‘The Metropolitan Milwaukee Association of Commerce (MMAC) 1s pleased to appear in -
support of the SB107/AB207, and would like to thank the chairmen and committee
members for taking up this important piece of legislation.

The MMAC represents over 2000 member companies employing nearly 300,000

~ individuals in the metropolitan Milwaukee. region. Every day these companies are
competing for employees, investment, and business opportunities with other regions,
other states, and other countries. In this increasingly competitive global marketplace, we
need to constantly look for new and innovative ways to make our economy stand out.

This legislation, placing Wisconsin on the cutting edge in information and entertainment
technology, is one important tool toward that competitiveness goal. SB107/AB207 not
only holds the promise of more jobs and investment in the new technology itself. It also
helps create a more dynamic marketplace of options for consumers that gives our region a
competitive edge as we work to attract new jobs and workers in all areas of businesses
and industry.

‘At the MMAC, we want metro Milwaukee to be a leader, not a follower, in the global
marketplace of the 21% Century. We believe this bill, allowing and encouraging the
implementation of this innovative new technology throughout our region, will help us
toward that goal, : '

I thank you again for holding this public hearing and urge your prompt action to advance
this critical piece of legislation forward,

i

756 North Milwaukee Street, Suite 400 « Milwaukee, Wisconsin 53202
Phone (414) 287-4100 « Fax (414) 271-7753 « www.mmac.org







LRB 1914/3 Hearing March 27, 2007

My name is Bob Chernow. I chair the Regional Telecommunications Commission which
has 35 members. I also chair the North Shore Cable Commission which has the 7 North
Shore communities of Milwaukee County. We have our own PEG channels.

After many calls, I was able to get an appointment with Representative Phil Montgomery.
Jerry Musial, West Allis’ Video/Cable Coordinator, joined me. Rep. Montgomery made
it clear that the RTC would not have a seat at the table even though our communities
have the highest concentration of cable subscribers in Wisconsin and it is our
communities that AT&T sees as its market. Rep. Montgomery made it clear that this was
going to be the “Phil Bill”.

Actually it would be more accurate to say that this is the “AT&T Bill”. Our AT&T
friends have had full access to the writing of this bill. They are behind a very clever and
well funded public relation’s campaign. And they are behind the creative numbers that
the partisan Wisconsin Policy Research Institute, Inc. just published.

Saying this, let us look at what’s wrong with LRB 1914/3.

1- It kills off PEG.
Is this what the Legislature wants? The bill forbids us to collect “capital
contributions”; the money that the FCC lets fund PEG. I requires 12 hours of
daily local programming, something that is not needed or even done by local TV
stations.

Solution: Permit capital contributions up to 1% and allow local PEG to serve their
communities with reasonable use.
2- It dramatically reduces franchise fees.
Professor Barry Orton, Wisconsin’s cable expert, says that the bill reduces
franchise revenues by 20-25% by changing the definition of gross receipts.

Are these the promised “savings” that AT&T boasts? If so, the beneficiary will be
Time Warner Cable. Time Warner reduced the funding for Milwaukee’s PEG
channels and then promptly raised their own rates.

Solution: The bill should include revenues from Home Shopping, advertising and
other sources in its definition of gross revenues.
3- There is no oversight.







Sign a simple form and declare that you have the money and technical skills and
you get a franchise. Bonding? Forget it. Inspections of equipment? You can look,
but you can’t charge for the work. Restoration? Perhaps!

If a community runs into a crooked company or an incompetent firm, it can’t do
anything about it because a franchise NEVER ends. You can’t even check into
whom the company is transferring their “franchise”. This is not mere theory. The
RTC required special bonding from Aldephia, a firm whose corrupt officers later
pushed them into bankruptcy. The officers are now serving jail time.

Audits are allowed, but not paid for. Consumer protection goes to Madison, with
little enforcement power. AT&T’s installations differ from Time Warner Cable.

Solution: Reasonable fees are needed to check electric wiring and other
installation, especially because of an unexplained explosion of at least one of
AT&T’s cabinets. Restoration of our Rights of Way needs teeth to insure
compliance,

Some standards for bonding are needed as well as proof that a person or company
has the finances and technical skills to operate a franchise. Transfers need the
same oversight.

The Regional Telecommunications was created two decades ago to collectively negotiate
with a cable/video provider to have one stop approval of a model ordinance and contract.
This system has worked well. We negotiated in fact with AT&T. Yet our communities
are urban-suburban for the most part. Much of the State has lower concentrations of
people and is served poorly. Few will ever get competition. Yet this bill permits current
cable providers to opt in and reduce what they pay locally. This reduction of franchise
fees means that property tax will be raises or local services- already strained- reduced.
This is, in realty, an unfunded mandate by the Legislature. It is wrong.

Solution: Adopt the Milwankee-AT&T agreement as the statewide model.

Bob Chernow

Chair

Regional Telecommunications Communications
North Shore Cable Commission

1000 N Water Street
Milwaukee, Wisconsin 53202

Email: bob.chernow @rbedain.com
Phone: 414-347-7089
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Remarks Before the Joint Hearing of tlie Senate Committee on Commerce, Utilities and Rail
‘and the Assembly Committee on Energy and Utilities on AB 207 and SB 107
| March 27, 2007 .

Good morning, Sen. Plale, Rep Montgomery and members of the Commiittee, My name is Mario

- Mendoza and I am the Economic Development and Legislative Liaison for the City of Madison. Onbehalf
of Mayor Dave Cieslewicz, I thank you for the opportunity to speak today. Iam accompanied by Brad
Clark, Station Manager of Madison City Channel 12, and Roger Allen, Assistant City Attorney for the City
of Madison. Each of us would like to share some concerns regarding different aspects of Assembly Bill
207 and Senate Bill 107. I will focus my remarks on four basic points.

First, we believe the bill to be unnecessary to further compeunon Just in the last week or so, AT&T
has agreed to the terms of a contract in the Milwaukee area that would enable it fo enter that market and
compete. Furthermore, Verizon, another telecommunications company, has been able to comply with local
franchising regulations for some time on ﬁ1e East Coast, and has enfered info numerous such agreements.

Second, this bill would result in a s1gmﬁcant loss of revenue for the City of Madison. Based on 2006 _
. figures, the City would Iose $398,000 in PEG funding and $270,000 in Franchise Fees. This would likely
result in reducing City services to the fune of $668,000, because in the current environment where focal
govemnment budgets are subject to levy limils, cities are quite limifed in their ability to offsef such losses of
non-levy revenues. At the same time, taxpayers --not all of whom are or will become cable TV or video -
sexvice subscribers—will derive no benefit that they would not receive under the cv.n'rent regu}aiory .
framework and, quite likely, will receivé $668,000 less in services. . o

. Third, we are troubled by the apparent loss of local control over municipalities” ability to regulate
access —including excavation on-- the public Right of Way. This bill retieves providers of the obligation to
~pay fees for excavation in the public ROW. It also appears to reheve prowders of the duty 1o restore the
ROW once they have excavated it. : _ _ .

Fma]ly, the ﬁ'anchxse fee set forth in this bill raises a question: What do the people of California and
Texas have that the people of Wisconsin do not have? In California and Texas, the legisiatare included a-

provision regardmg pavment by video service providers of a fee fo mumc1pa11ttes to support PEG
: prograrmmng The bill before the Commﬂ:tec today doesnot. : _

lhankyeu.
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Tom Barrett

Mayor, City ot Milwaukee

March 26,720707

The Milwaukee Journal Sentinel Editorial Board
P.O. Box 371
Milwaukee, WI 53201-0371

Dear Milwaukee Journal Sentinel Editorial Board:

We are writing to express our concern with your March 24, 2007 editorial “Adopt the 5%
solution” which takes the position that municipalities should be able to provide public access
programming with only a 5% cut of video revenue. We are disappointed to see that the Journal
Sentine] has rushed to judgment on such an important issue facing local consumers and

taxpayers.

Over the past year, the City of Milwaukee has been actively involved in the debate over bringing _
competition into the cable/video market. During this time, city officials led by City Attorney
Grant Langley, have actively pursued a fair solution to allow AT&T to bring its U-Verse product
into this market. In addition to a video franchise fee of 5% of gross revenue, AT&T has agreed
that it will pay an additional 2% of gross revenue to the City to support public, educational and

government access channels.

The local agreement between AT&T and the City of Milwaukee protects taxpayers and
consumers. We expect the same protections from statewide video franchising legislation. As
drafted, however, Senate Bill 107 and Assembly Bill 207 fail to do so.

Milwaukee’s rights-of-way are the most valuable resource owned by city taxpayers. Cable
franchise fees are designed to reimburse city governments for providing broad access to publicly
owned rights-of-way and are more akin to “rent” than “taxes.” Cable/video providers like Time
Warner and AT&T are private, for-profit enterprises that are using publicly owned property in
their profit-making ventures. Almost no business can say that they are only paying 7% of their
gross revenues in rent for this huge amount of property. No property owner would be satisfied
with letting a private business use their land for free. This is why we believe the 7% fee is fair
and reasonable. And, apparently, AT&T does, too. Or, it wouldn’t have agreed to such a figure.

As mentioned in the editorial, the bill wipes out any additional fees to support local public,
education and government access (PEG) channels. In Milwaukee, there are four PEG channels
currently being broadeasicd. City Channel 25 is actually now paid for with the 5% franchise fee
revenue deposited into the city’s general fund. The two MATA Community Media Channels,
[Channels 14 and 96}, are primarily funded by the PEG funding provided by Time Warner Cable
over and above the 5% franchise fee. If cable providers are able to opt out of their existing
Office of the Mayor « City Hall « 200 East Wells Streer « Milwaukee, Wisconsin 53202
(414) 286-2200 + fax (414) 286-3191 » mayor@milwaukec.gov :
® 430 ' '







franchise agreements public access programming like the MATA channels will eventually lose
funding and will be forced to shut down. The loss of these valuable stations would be most

unfortunate for our community.

The proposed legislation defines gross receipts differently from our current contract with Time
Warner Cable and our new agreement with AT&T. This presents a problem for Milwaukee and

other communities. Since the proposed legislation enables them to opt into a statewide franchise,

existing local agreements will become irrelevant as providers take advantage of more favorable
terms under the state franchise requirements.

Under the proposed definition of “gross receipts”, our initial review shows that the City would
see an immediate reduction of about $350,000 (almost 10%) in revenue from its Time Warner
payment. This is not accompanied by any reduction in city costs and will result in either an
equal increase in the property tax levy or a reduction in services. And, there won’t even be any
significant competition in this market for years. In fact, 20 months after similar legislation went
into effect in the State of Texas there are still only 3,000 subscribers to the new AT&T product.

There are many other problems with the proposed legislation and we have asked the authors to
address them. The legislation eliminates payment of local permit fees, assessments for pavement
cuts and other city costs for providing these businesses access to the public right-of-way. The
costs associated with issuing these permits and access to city services don’t go away. It is time
consuming for city employees to review and assess the location of utility boxes and other
infrastructure being installed to provide cable/video services. Public utilities have to pay them

and so should cable/video providers.

The ¢onstitutionality of abrogating existing cable franchise agreements that were negotiated in
good faith is questionable. Cable connections to schools and government buildings are no longer
required. Also, consumer protection and customer service standards are gutted in the legislation.

Why would we want to pass legislation in the State of Wisconsin with provisions that are
significantly sub-par to those found in similar legislation passed in numerous other states like
Texas and California? The major players in this market have already agreed to provide much
more generous terms than those found in the legislation. Our consumers and taxpayers deserve
better and we will continue'to fight for changes to make Wisconsin’s statewide video franchising
legislation a model for other states to follow. The Milwaukee agreement with AT&T is a good

place to start.
Sincerely, ,
/] l{u L %

Tom Barrett

Mayor %A ormey
Diamn M9; Ronald Leonhar(g'tj/ W

Clty Comptroller City Clerk







WAUSAU PUBI.IC
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ACCESS CABLE /A

Assembly Bill 207 Cable Competition Act

My name is John Jordan, I am the Public Access Cable Coordinator for the City of

Wausau. Ihave been asked to appear at this public hearing to speak against this bill as

‘written. , '

The City of Wausan welcomes cable competition. We look forward to the day when

there are multiple video service providers for our residents to choose from. However,

this bill as written does not benefit the City of Wausau or subscribers to cable in the City
of Wausau. Wausau Public Access Cable has been in operation since 1993. During that
time WPAC has not received any general property tax revenue funding. WPAC funding
has come from cable subscribers who view Wausau PEG channels via PEG support fees,
franchise fees, and Capital equipment funds. Other sources of funding come from sales
of program copies and donations. Other speakers have commented on the various
problems with AB 207/ SB 107. Let me tell you how it could affect the residents of the

Crty of Wausau.

If this bill passes as it is currently written, it could make Wausau Public Access Cable

incapable of continuing it operation.

It would do this in the following ways.

1. Upstream transmission costs. Currently Wausau Public Access Cable consists of
two cable channels, Cable Channel 3 and 10. Cable Channel 3 is for Government
and,Educational Access. Cable Channel 10 is for Public Access. We currently
have & points of origination in the City of Wausau. They are: Wausau City Hall (2
ong for each channel), University of Wisconsin-Marathon County (2 one for each
channel), Marathon County Courthouse (1 for Ch. 3) Wausau School

~ Administration Building (1 for Ch. 3), Wausau East High School (1 for Ch. 3)and

Wausau West High School (1 for Ch. 3). The cost for a T1 line is approximately
$550 per month for each line on a one year contract. $550 x § origination points =
$4400 per month x 12 months = $52,800 per year for one video provider x 2
video providers = $105,600 per year. Last year Wausau Public Access Cable total
budget was $97,483,

2. Funding, as mentioned earlier, was from two main sources: Public Access Fee and

- Franchise Fee, for a total of $83,173. The remainder of the WPAC funding of
$97,483 comes from program sales and donations to Wausau Public Access
Cable. This bill takes away my primary funding source the Public Access Fee, in
2006 1t was $54,871. This bill also reduces what can be collected under the
Franchise Fee’s 5% of Gross Revenue. Current estimates put that reduction at
30%. So with a reduction of 30%, my Franchise Fee share would drop from
$28,302 to $19,812. This would take my budget from $97,483 to $34,122. This
income loss with the projected yearly upstream transmission expenses of
$105,600 will make operating the Wausau Public Access Cable channels
impossible without raising property taxes. This would create an additional
problem of property tax payers to don’t subscribe to a video delivery service







having to support a service that, until this bill, was supported only by cable
subscribers on their cable bill. (Franchise fee of $250,000 would drop 30% te
$175,000 ($97,483 + $105,600 = $203,083) ) L :

The local programming requirements 12 hours per day 80% local originating and
non-repeating per channel is another issue. On a weekly basis we show on Cable
Channel 10 (The Public Access Channel in Wausau) the following locally
preduced programs: The Sunday services of the following churches: St. Stephens
Lutheran Church, St. Peters Lutheran Church, Immanuel Lutheran Church,
Trinity Lutheran Church, St. Mark’s Lutheran Church, Immanuel Baptist Church,
Grace United Church of Christ, First United Methodist Church, Book of Acts
Church, New Life Episcopal Church. Weekly messages fromi five other
independent preachers. Other locally produced programs: It’s Not Work, It’s Fun
(a gardening show) Ride the Planet (a science show), Musical Songfest (a polka
music show), Staying Fit with Jim (exercise program). These total about 16 hours
of programs locally produced and original each week or not quite two day’s worth
of programs. By the requirements listed in this bill I would lose this channel.
Depending on the time of month and even the time of year the programming on
Cable Channel 3 (The Government and Educational Channel in Wausau) varies.
We carry the Wausau City Council (live twice a month) Mosinee City Council
(taped delayed twice a month, no live return available) Marathon County Board
(live twice a month) Wausau School Board (live once a month) Mosinee School
Board (taped delayed once a month) UWMC Today (taped once a month), High
School Sports covered depending on season for Wausau East, Wausau West,; D.
C. Everest, Mosinee and Wausau Newman include football games, boys soccer
games, girls volleyball games, girls basketball games, boys basketball games,
hockey games, curling bonspiels, girl soccer games, City wide track meet, Other
school events covered include annual Pops Concerts and Graduations are shown
live on the access channel. From the UWMC campus we show live and/or tape
delay many lectures and theater productions on average 4 to 5 per month when
school is in session. Even with all these programs we would not meet the
required 9 to 10 hours of locally produced non repeated programming so this
channel could be taken back by the video service provider. On a side note
Wausau has three commercial TV stations WSAW-TV 7 (CBS), WAOW-TV 9
(ABC), WFXS-TV (Fox 55). Combined these three stations do not generate the 9
hours of daily, locally produced, original, non-repeating programs.

Wausau Public Access Cable creates programming not produced anywhere else in
the state. This includes our curling coverage of the Badger State Winter Games
and High School Bonspeils. Over the years, between grants, capital funds and
WPAC’s yearly operating budget, provided because of our local franchise
agreement, we produce curling coverage of a quality not found south of the
Canadian border or outside the Winter Olympics. Our coverage of curling has
helped prompt the Wausau Curling Club to undertake a building project that when _
completed will able to host and video tape local, statewide, national, international
and Olympic curling competitions in Wisconsin. This bill as written could harm
that project.







. Then there is the issue of local control of zoning and municipal control of the
right of way. AB 207/SB 107 would eliminate strect opening permit fees and

may prevent municipalities from requiring video providers to post bonds before

excavating in the Cities right-of-way.

. The City of Wausau Legislative Committee went on record March 21,2007 as

being opposed to LRB-1914/3 now known as AB 207/SB 107 as written and have

directed John Jordan to express the Committee’s opposttion to the Assembly and

Senate Energy and Utilities Committees at the public hearing being held on

March 27. Further, a resolution in opposition to this proposed legislation, as

written, will be introduced to the Common Council for adoption. Motion was

carried unanimously 4-0.

. Talso have a letter from the Volunteer Center of Marathon County I would like to
read and put into the public record. :

. Thank you for your time

. Please save PEG access -- Preserve dedicated PEG funding, free
transmission, and local control over content.
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March 26, 2007

To Whom It May Concern:

The purpose of this letter is to support the preservation of the Wisconsin Association of PEG
Channels (WAPC). The Volunteer Center of Marathon County has had a successful working
relationship with Wausau Public Access, a member of WAPC, for over a decade. |

It is with deep regret that the Volunteer Center has learned about the “Video Competition Act”
(LRB 1914/3) which will prohibit municipalities from asking for PEG channels, funding or
facilities from video service providers; require PEG facilities and municipalities to shoulder
additional equipment and leasing costs necessary to transmit PEG signals from these facilities to
video service provider head-ends; allow video service providers to distribute PEG programming
in sub-quality web streaming signal; and allow video service providers to take away PEG
channels if they do not meet unrealistic content and production requirements. If this bill passes, it
will have serious implications on the community, and the way the Volunteer Center of Marathon
County serves the local population.

As a nonprofit, the Volunteer Center values the high quality service we receive from Wausau
Public Access, when we need to reach the community through a local media presence. The
Volunteer Center has utilized cable access to advertise events, discuss the importance of our
organization on local broadcasts, and to train and loan equipment to the Volunteer Center’s own
youth television show, Tomorrow’s Voices Today. The youth television show was recently
initiated to highlight the importance of positive youth service in the community, and is vital to
inspire a culture of service-oriented youth. This community pro gram would not be possible
without the dedication to community service and willing ¢ollaboration provided by Wausau
Public Access.

As citizens of Wisconsin, and community organizers in Marathon County we do not support this
bill. Rather we favor preserving and maintaining PEG provisions within any telecom legislation.

Do not allow this proposed bill to pass. Thank you.

Sincerely,

. ‘\\ - M ‘)W %%L f&-J 19““}// é‘-t
/Jdnet Koss "~ Roberta Bie David Miller o
Executive Director Adult Program Youth Program

Building better communities through volunteering!
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Zack and Jessie’s Address to theASsembly

ZACK

I want to thank the Committee members for allowing fne to appear, my
name is Zack Henderson. Jessika Gerg and I are here, as KIDS-4 members,
to talk about the impact the Video Competition Act will have on KIDS-4.
KIDS-4 is a unique cable access station in Wisconsin; in fact it’s the only

station of its kind in the United States.

KIDS-4 has had a wholly positive experience on my life, by teaching me
technical skills that I otherwise may not have learned. In addition to the
technical skills I’ve learned I have alsl,o learned many life skills, such as
teamwork, decision-making, cooperation, public speaking, and stage
presence. I will use these skills for the rest of my life in anything I do,

anytime I interact with people, and any career I choose.

I would feel very bad if a program that has meant so much to me just went
away. It would be a major mistake to eliminate a program that has provided
so much for the community and touched so many lives. Even though this is
my last year in KIDS-4, I would be Veryl sad for other area children who may

not be able to participate in the program.







JESSTKA

KIDS-4 is a place where I can learn about cameras, editing, TV production,
but most importantly KIDS-4 is a place where I’ve met new friends. I’ve
always enjoyed coming to KIDS-4, meeting new people in Sun Prairie, and
working in television. KIDS-4 has made me more social and has given me
confidence when working with others. Also, KIDS-4 gives me something to

do after school other than sitting at home watching TV.

One day [ would like to become a news reporter and maybe go into
advertising. Because of KIDS-4 I have learned how to interview people,

work with cameras, learned about different forms of advertising, and how to
future no matter what I do in life.

1 would be very sad if KIDS-4 were to close, because it isa gréat experience.
I think everyone should join KIDS-4 because you get so many great lessons
and experiences from it. KIDS-4 has been around for so long it would be
horrible to have it disappear, because lots of Sun Prairie residents watch us

and see entertainment produced by their peers. I feel it should not go.







I was lucky enough to be apart of KIDS-4 and I hope that future generations

of kids can be apart of this very important program.







